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Abstract 
In a market which is competitive and affected by systemic risks that endanger the good, secure and continuous functioning of 
activities, the entities generate behaviours which mark rights and obligations that highlight the necessity of adequate leadership 
and control systems, through which a rigorous management of the risks that could affect the targeted objectives is insured. 
Actually, these objectives are facilitated by the existence of an independent function that evaluates the processes of governance, 
internal control and risk management. From this perspective, the internal audit, which is an objective and independent function, 
through its formulated opinions and recommendations, it supplies reasonable insurances to the management, which gives it an 
essential role in the frame of the analysed relationship. This study proposes testing this hypothesis, so that the carried research 
has focused on the identification of new valences through which the internal audit could contribute to the improvement of the 
corporate governance. 
© 2015 The Authors. Published by Elsevier B.V. 
Peer-review under responsibility of Academic World Research and Education Center. 
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1. Introduction 
 
Under the influence of the economic, juridical and cultural environments, as well as of the inherent risks that 
could affect the actual independence of this function, through the view of its relative characteristic, the internal audit  
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could supply only reasonable insurance in regard to the adequacy or inadequacy of the governing, internal control 
and risk management systems. 
However, if the activities of independent identification and evaluation of the inherent risks that could affect the 
objectives of an entity of founding risk and control strategies for insuring its continuity, of implementing 
mechanisms for diminishing or eliminating these type of events etc. are achieved in conformity with specific 
principles, standards and procedures, it could be stated that through its formulated opinions and recommendations 
the internal audit could contribute to the improvement and perfecting of the analyzed systems and processes and 
implicitly to the corporate governance practices. 
Besides the aspects that regard the independence and the insurance of the conformity with the applicable norms, 
achieving these objectives requires a permanent monitoring of the quality of internal audit activity, aspects that 
could be accomplished only through an adequate internal control both at the entity level as well as in the frame of 
this function. Hence, in the relationship between the corporate governance and the internal control, the internal audit 
could have a determining role.  
 
2. Literature Review – internal audit, internal control and corporate governance 
 
The conceptual and empirical approach of the corporate governance, internal control and internal audit are some 
of the most mediatized subjects that occupy large spaces in the literature review and in the norms specific to these 
fields. Also, there are some empirical studies and researches that regard the implementing, functioning and 
developing of the systems, processes and modes through which the analyzed concepts have been transposed in the 
practice of some entities.  
In time, there have been drafted several valences for the analyzed concepts which are specific to certain 
evolution, development and consolidation periods, through the approach of several dimensions or treated from 
certain perspectives.  
The most frequent connotations attributed to the concept of corporate governance define the actions and 
operations specific to the system or process that insures the leading and controlling of an entity with the objective of 
protecting all the interested parties, others describe it as the system through which the necessary conditions for 
achieving the objectives of an entity are insured (Cadbury Report), in other optics the governance is assimilated with 
a system of rules and approaches through which it is insured the leading and the controlling of the corporations 
through which the risks that could generate inadequate behaviors are diminished (Sifuna et al 2012), or that regard 
the system as well as the assembly of rules and methods through which the entities are led and controlled for 
achieving the targeted objectives (Danescu, Prozan, 2014). 
In essence, by applying the principles, rules and practices of corporate governance the increase of the credibility 
of the entities reported to the investors, the reducing of the cost of capital, the identifying of competitive 
opportunities, the implementing of a managing control through which the efficient use of the more and more limited 
resources of an entity, the implementation of an adequate internal control that could supply reasonable insurances 
regarding the durable development and sustainability of entities etc. is targeted. Through this last aspect it could be 
noticed that a good corporate governance determines the existence of an adequate internal control that in turn could 
influence the quality of this system(Danescu, Prozan, 2014). 
Hence, corporate governance targets both the leading and controlling systems of an entity in its whole, as well 
as the assembly of rules and methods applied for the achievement of the targeted objectives while the internal 
control is the process that supplies to the management reasonable insurances in what regards accomplishing the 
targeted objectives. 
By being an intrinsic component of an entity, through the carried researches there have been drafted also a 
series of contributions of the internal control to the increase of value of an entity (Kratz, 2008), to the sustainability 
of the management provisions (Feng et al 2009), to the credibility of the accounting and fiscal reports (DanescuT, 
ProzanM 2012) or to the insuring of utility of accounting information which has an effect over the business 
environment. Also, through the carried research there have been highlighted some relations such as the one among 
the accounting, corporate governance and internal control (Danescu et al 2014). 
Compared to these, internal audit defines one of the activities or functions of insuring and counseling, which 
through its targeted objectives regards the evaluation of these processes or systems, and through the formulated 
opinions and recommendations could supply to the management added certainty that the operations and activities 
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are adequately controlled. In this way, the premises of attaining the objectives targeted by each entity or activity 
could be insured.   
As an effect of the progresses registered in the evolution and development of the internal audit, its role has 
extended more and more, from an activity that regarded especially the identification of fraud to a veritable 
managerial instrument. Hence, the nature of the undertaken audits shows that the function has migrated towards the 
activity of counseling contributing to the improvement of the governing system.  
Connected to the processes of internal control and management of the risks afferent to the auditable objectives, 
but also to the ones that could affect an entity’s objectives, the internal audit supposes a methodical and systematic 
approach as well as being rigorous. Consecrated as a universal, periodical and dynamic function, through the carried 
researches three dimensions were highlighted. The first one regards the adaptation and the integration of this 
function in the culture of the entity’s environment, the second one it gives it universality and the third one is drafted 
by its relative application (Renanrd, 2010). 
Similar to the concepts of corporate governance and internal control, the evolution and development of the 
internal audit has been regarded in numerous papers, studies and researches among which relevant are the ones 
accomplished by de  Courtemanche (1991), Flesher (1996), Krogstad et al (1999), Davies (2001), Renard (2002, 
2010), Sawyer et all (2003), Ramamoorti (2003), Mattews (2006) Danescu (2007), Avram (2009),  Munteanu and 
Zuca (2010) etc.. 
In time, the system of corporate governance as well as the function of internal audit that contributed to the 
vulnerabilities of the internal control were marked by the materialization of some risks, among which the one of 
losing the credibility of the entities or of the trust in the investors of the large corporations` management could be 
mentioned. In this respect, the big financial scandals are considered, followed by the bankruptcy of some large 
corporations, such as the cases of Enron in 2011, WorldCom, Global Crossing, Arthur Andersen in 2002, Parmalat 
in 2003 etc. Thus, in order to create the necessary premises for making the large corporations credible once again, 
on an international, communitarian and national level, a series of measures were taken and normative acts that 
regard the shown aspects were adopted. 
 
3. Research methodology 
 
Starting from the established objectives and the formulated hypotheses for instrumenting new valences of the 
internal audit that could contribute both to the improvement of the internal control as well as to the practices of 
corporate governance, the process of objectifying the data has been focused on a synthesis and antithesis of the ideas 
found in the specialty literature and in the norms specific to the analyzed fields. 
In the frame of the research of the relationship that exists between the internal control and the system of leading 
and control of an entity, in order to identify the role of the function of the internal audit, we used a constructivist 
approach that was applied step by step on the practices used by the Romanian entities. 
On the basis of the results obtained in the previous researches through which it was approached the relationship 
among accounting, corporate governance and internal control (Danescu et al, 2014) and of those referring to the 
impact of the internal control over the business environment(Danescu et al, 2014), as well as of the conclusions from 
the present research, there have been analyzed perceptions regarding the role of the internal audit in the relationship 
between the internal control and the corporate governance. In this sense, a questionnaire applied on 78 entities for 
the year 2010, 84 entities for the year 2011 (Danescu et al, 2014) and 86 entities for the year 2012, was used. These 
entities have been selected reported to the size of the net accounting result from the frame of the entities that have 
deposited accounting and fiscal statements to the fiscal authority from Mures country, Romania in the period 2011-
2013 (9991 entities – 2010; 8250 entities – 2011 and 8095 – 2012 financial year). 
 
4. The internal audit in the relationship corporate governance – internal control – the results of the 
empirical study  
 
By being conscious of the creation of some adequate governance and internal control systems, in the frame of 
the actions implemented by the authorities, professional organisms and by each entity in part, from an activity that 
was focused at the beginning on controls of accounting and detecting fraud, the internal audit has transformed in a 
function that insures a plus of secureness to the management and facilitates the necessary conditions for achieving 
global performance, sustainable development and a competitive business environment.  
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The statistics show that at an international, community and national level, the number of entities that effectively 
apply the rules and the principles imposed by the existence of a performing leading and controlling system or an 
adequate internal control is pretty small, and the ones that apply the internal control audit function is even smaller. 
Even though the internal audit is an independent activity that supplies reasonable insurance and counseling to 
the management for an adequate administering and perfecting of an entity’s activity, currently the function is 
compulsory, with the exception of the public entities.  
Regardless of the way through which it is exercised, respectively as an internal function of an entity or as an 
externalized service, the internal audit takes action also for the promoting of an adequate organizational structure, as 
well as for the continuous improvement of the efficiency and efficacy for the leading system, based on a rigorous 
risk management, internal control and governing process.  
The putting in practice of a conceptual frame of a corporate governance or of the one of internal control are 
based on certain models or systems of reference. Hence, the main pylons on which corporate governance is focused 
target aspects such as, the governance structures and their roles, the responsibilities of the Council of 
Administration, the role of the main shareholders, the insurance of a fair treatment for all the shareholders, the role 
of the interested parties (stakeholders), the presentation of the information and achieving transparency. In turn, the 
functionality of the process of internal control is dependent on the components and the architecture of the model 
through which it is implemented, by its adaptation to the specific and the size of an entity, by its integration and 
synchronization with the other structures, activities, functions or processes from the entities in which it is 
implemented, respectively by the existence of a good corporate governance and implicitly of an internal audit 
function. 
Through the researches carried over the practices of presenting the information from the existing accounting 
and fiscal reports of Romanian small and medium sized economic entities, the hypotheses referring to the 
relationship of dependence and causality between the system of internal control and the one of corporate governance 
were validated (Danescu et al, 2014). Even though the number of entities that have non-correlated information in 
what regards the net accounting result in the analyzed period was decreasing, for example of 21.59% in the year 
2010, to 16.8% in 2011 and 8.71% in 2012 (Prozan M 2014), these show that in fact, through the materialization of 
some risks both systems (accounting and fiscal) were affected by some dysfunctions that have different localizations 
and that in turn have generated effects also over the targeted information users. 
For identifying the most adequate modes of approaching the risks that have affected the utility of the analyzed 
information, a research questionnaire was used and the results obtained are shown in table 1. 
 
Table 1 The distribution of the entities reported to the formulated responses regarding the governing, internal control and risk management 
systems 
RESULTS ENTITIES 
2010 2011 2012 
 No. % No. % No. %      
Entities comprised in the sample, out of which: 78  84  86  
Entities organized as limited liability entities 76  81  82  
Entities organized as entities with shares - corporation 2  3  4  
Entities that apply an unitary governing system 2  3  4  
Entities that apply a dualist governing system -  -  -  
Entities that have their financial statements supposed to financial audit  2  3  4  
Entities that have internal audit 2  3  4  
INTERNAL CONTROL – RISK MANAGEMENT       
The process of internal control is implemented on the basis of a model - - - - - - 
For achieving the targeted objectives they implemented some measures and 
actions  
58 74 62 73 75 87 
Even though they did not implement a risk management system, they identify, 
evaluate and treat the risks that could affect their objectives 
64 82 68 80 77 89 
In the case of the significant risks, internal control activities were identified and 
implemented  
74 94 80 95 77 90 
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They elaborated and implemented accounting policies adapted to the specific of 
the entity’s activity  
62 79 67 79 83 96 
The accounting policies were implemented on the basis of the accounting 
procedures that are formalized in internal documents 
63 80 
 
72 85 79 92 
Applying  the procedures through which the correlation of the information from 
the accounting reports and the ones from the fiscal ones is insured 
58 74 62 73 78 91 
 
                                        Source: author’s research 
 
From the aspects shown in table 1 at a declarative level, it is implied that the majority of the analyzed entities 
are limited liability entities, and do not have the obligation to have their financial statements audited and do not have 
the internal audit function organized, and the ones organized as entities with shares  (corporations) apply a unitary 
administrative system.  
In what regards the internal control and the risk management, even though they did not implement these 
processes according to some consecrated models, they declared that they have taken a series of measures regarding 
risk controlling including some specific to the accounting reporting process. 
From the comparative analysis of the responses received for the three years, it results that, even at a perception 
level there is a positive evolution of the actions taken by the management of these entities in what concerns risk 
controlling regardless of their typology. Hence, if for the year 2010 the affirmative responses were comprised 
between 74%-94%, in the year 2011 they were between 73%-95% and for the year 2012 they were situated between 
87%-96%. 
It is remarkable to notice that the presented aspects are not totally relevant, due to the fact that between the 
given declarations and the entities` practice of accounting reporting in many cases differences could be observed. 
Generally, the non-conformities are generated by some dysfunctions of the internal control, facilitated by the 
manner of governing or by the one of managing. Practically, managers do not succeed to respond through the 
implemented mechanisms to the risks generated by a continuously changing environment. It could also be added the 
lacking of a normative frame adequate to the analyzed processes or the non-existence of some internal audit 
structures which could support a management through the formulated recommendations for eliminating these types 
of dysfunctions.    
Contributing to the improvement of the internal control, to the process of risk management and to the system of 
governing, apparently the main beneficiary of the internal audit activity if the entity’s management. However, 
through the role held in the frame of the monitoring of opportunistic behavior of management, the internal audit has 
a larger variety of direct or indirect beneficiaries.  
In the sense of the shown aspects, we could consider the conclusions formulated by the internal auditors 
through which the information regarding the way of controlling the risks of the accounting reporting process are 
supplied, the conformity or non-conformity with presenting the information concerning the operational and financial 
results, the way of achieving the objectives, respecting the rights of the minority shareholders, the application of 
remuneration policies of the members of the Council of Administration, the adequacy of the structures of corporate 
governance, the application of the adopted policies, risk factors etc. as well as formulated recommendations for their 
improvement. Hence these information are used both by the implemented governance structures, respectively by the 
general leadership, by the Council of Administration, external auditors, public authorities as well as the users of 
information.  
Even though in the case of the majority of analyzed entities there isn’t the legal obligation to organize this 
function, we consider that reported to the results of the cost benefit report in some cases it is imposed to organize the 
internal audit function along with the extension of the principle of corporate governance. 
As any other activity, the internal audit has a series of objectives and responsibilities that regardless of the way 
of organizing or of the methodology used in accomplishing the different types of internal audit, they are affected in 
turn, by some risks. Even though, in time there have been brought into attention many clarifications in what regards 
the objectives and the responsibilities of the internal audit reported to other activities, processes or functions, there 
are currently situations in which it is given attributions that do not belong to it or the function is affected by some 
confusions. The most frequent are connected to the responsibilities that regard the implementation and the 
functioning of the internal control system, reason for which y conceptual and methodological developments that 
regards this topic are necessary.   
Reported to the targeted objectives, through the evaluation of the pertinence and adequacy of the processes of 
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risk management, internal control and governing, the responsibility of the internal audit is to: 
x Supply a reasonable insurance in what regards the functional adequacy or inadequacy of these 
processes reported to the forecasted estimations; 
x Formulate recommendations pertinent to the elimination of the constant dysfunctions and improve the 
efficiency and efficacy of the way of risk controlling. 
Therefore, the internal audit contributes to the accomplishing of the targeted objectives by the entity in 
which is carried. 
 In the given context, the internal audit has to target both the reducing of risks that could affect the objectives 
of entities, activity or audited process, as well as of the risk that could affect the actual audit activity by emitting 
some non-adequate conclusions, opinions and/or recommendations. Hence for bringing a plus of value, it is 
necessary to have a systematic and methodological risk approach, both of the shown systems and processes, as well 
as of the internal audit process, from its planning to its finalization.  
Regardless of the way of organizing, the leadership of an entity is responsible for the projection, 
implementation, functioning and maintaining of an adequate level of internal control and risk management, such that 
the achievement of the objectives and actions necessary to the application of the principles of corporate governance 
is insured. Through the targeted goal, the corresponding achievement of the targeted objectives and of the implicated 
responsibilities, the internal audit could insure a plus of security regarding the functioning of the internal control and 
to their continuous improvements and for the adequate controlling of risks.  
In the frame of the relationship between the internal audit and the governing of an entity, a primordial role in 
insuring the independence of the internal audit it is held by the Audit Committee which guarantees the objectivity of 
the internal audit.  
Usually, the organizational culture puts its stamp over the practices of governing, which reported to the 
adopted objectives and strategies, models the behaviors and defines the responsibilities in an organization. In this 
context, achieving the objectives of the internal audit is facilitated by the knowledge and putting in practice of the 
principles that govern this activity. Besides the integrity, objectivity, confidentiality and competence, the internal 
audit has to subscribe to some requests which are necessary for the accomplishment of the public interest, in which 
the performance becomes an essential rule (efficiency, efficacy and economical). 
Hence, the internal audit could have an important role both in insuring an adequate internal control as well as a 
good corporate governance, so that besides the norms specific to these processes and activities, the information 
referring to the way of organizing, to the position, role and responsibilities that this activity or function should have 
in the frame of an entity are comprised in the codes of corporate governance. 
Moreover, through the independent analysis and evaluation of the governing, risk management and internal 
control processes, as well as through the activity of counseling, the internal audit could insure the management of 
the conditions that are necessary for accomplishing the targeted objectives. Actually, through the formulated 
opinions by the internal auditors, regarding the adequacy/functionality or inadequacy/non-functionality of the 
audited systems and processes, as well as through the recommendations reported to their nature, the internal audit 
contributes to the development and consolidation of these systems.  
 
5. Conclusions 
 
The empirical research carried over the existing practices in the processes of fiscal and accounting reporting, in 
the frame of the economic Romanian entities, has highlighted that the objective of the loyal image of the reality 
represented through the drafted financial statements have been affected by a series of risks. Regardless of the nature 
and typology of these events, the non-conformities resulted highlight some dysfunctions of the implemented leading 
and control systems and processes that have different locations and effects for each entity in part. 
In the context of a competitive and continuously changing environment, insuring the continuity of a business in 
secure conditions, claims for the identification of pertinent solutions. 
In summary, the most important elements and characteristics afferent to a good corporate governance and to an 
adequate internal control, found in the literature review and in the norms specific to the analyzed fields, it could be 
remarked that one of the solutions could be insured by extrapolating in the practice of all economic entities, the rules 
and principles specific to each of them. However, in order for these type of actions to have positive effects it is 
necessary to get to know and correctly apply in practice at least the principles comprised in the codes of corporate 
governance or in the models of internal control which are international recognized. Also, through the cost benefit 
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report it is necessary to carry some fundamental analyses based on economic reasoning.  
However, the guarantee of correctly applying these prerogatives, reflected by the adequate administration of an 
entity, could be insured only through the implementation of an independent function that supplies reasonable 
insurance and counseling to the management and to the leadership for achieving in good conditions the targeted 
objectives. Being considered an independent function that has as objective the evaluation of the governing, risk 
management and internal control processes, in the frame of the larger entities, the internal audit could has an 
essential role in the frame of the analyzed entities. 
Compared to other processes, activities and functions, in order to bring a plus of value over an entity in its 
whole or over the audited activities, the internal audit has a double responsibility, to adequately manage its own 
risks and to help the management to correspondingly administer the risks afferent to the business. Only through a 
rigorous and methodical approach of risks, at a global level as well as reported to the specific objectives and a 
continuous monitoring of the quality of the carried activities, the internal audit could formulate pertinent 
recommendations such that the residual risks to be inferior to the admitted tolerance level. 
The diversity of the valences of the internal control in the relationship corporate governance – internal control 
in some cases that are exposed to some confusions or supplementary responsibilities attributed, requires new 
conceptual and methodological developments in order to clearly define the attributions of the internal control 
reported to the ones of leadership, management and of internal control. 
In conclusion, taking into consideration the importance and the complexity of the presented topic, we propose 
continue the research process with new aspects regarding the role of the internal audit in approaching the analyzed 
systems and processes. 
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